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EIB Initiative on Growth and 
Employment: Interim Review 
In adopt ing its Resolution on Growth 
and Employment, the European Coun­
ci l , meeting in Amsterdam on 1 6 / 1 7 
June 1997, entrusted the EIB with new 
remits designed to boost the Member 
States' economies. The ElB's response 
was to launch its Amsterdam Special 
Act ion Programme (ASAP), approved 
by the Bank's Board of Directors on 21 
July and by the Governors on 20 Au­
gust 1997. 
S p a n n i n g th ree yea rs ( S e p t e m b e r 
1997-2000) , this programme has been 
conceived to enable the Bank to inject 
a d d i t i o n a l loan f i nance of ECU 10 
bill ion into labour-intensive or job-crea­
ting innovative SMEs, health and edu­
cation, urban renewal, the environment 
and trans-European networks. The initia­
tive supplements tradit ional EIB opera­
tions, already totalling around ECU 25 
billion per annum. 
Former Hospital Mora rehabilitated as part of Cadiz 
University 
Deployed in close co-operat ion wi th 
Europe's banking sector, EIB loans under 
ASAP should have a multipl ier effect 
capab le of generat ing close on ECU 
20 bill ion in co-funding for the private 
sector. 
At the end of its first year of ASAP 
operations, the EIB is now in a position 
to draw up an interim review of the 
initiative. 
A N ENCOURAGING START IN THE 
N E W SECTORS OF HEALTH A N D 
EDUCATION 
Anxious to step up its contribution to­
wards combat ing unemployment, the 
EIB has broadened the range of its fi­
nanc ing to embrace the heal th and 
education sectors, more directly affec­
ted by budgetary restrictions in the 
various Member States. Over and above 
their positive impact in terms of 
human capital, projects in these 
sectors can prove vital in terms 
of enhancing the level of local 
social prov is ion, wh i le rap id ly 
generat ing new job oppor tun i ­
ties. 
One year after the launch of 
these operations, the ElB's Board 
of Directors has so far approved 
lending totalling ECU 2.8 billion 
in these new sectors eligible for 
EIB f i n a n c e . The funds have 
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gone towards 21 projects or program­
mes in 14 Member States, mostly in as­
sisted areas, where in general the need 
for investment in extending and moder­
nising health and education facilities is 
most urgent. At end­September 1998, 
f i n a n c e con t rac ts had been s igned 
worth ECU 1.5 bill ion in al l . 
The most s i gn i f i can t p ro jec ts in the 
health sector have centred on moderni­
sing hospital infrastructure in the new 
east G e r m a n Länder (in Ber l in a n d 
M e c k l e n b u r g ­ V o r p o m m e r n ) a n d on 
constructing a new hospital in Thessalo­
niki as wel l as university hospitals in 
Spain and Italy. 
C a p i t a l investment in the educa t i on 
sector has focused on universities and 
institutes of higher educat ion in Ire­
land, Spain and Portugal, as well as 
secondary schools in Scot land and 
the French Overseas Department of 
Réunion. 
G loba l loans tai lored to smaller­scale 
schemes in these two sectors have also 
been approved or signed for operations 
in France, Belgium, the Nether lands , 
Denmark, Finland, Greece and Sweden. 
The general ly swift take­up of the pro­
ceeds by the intermediary institutions 
goes to show the real need for finance 
for medium­sized projects to modernise 
secondary­school and hospital infrastruc­
ture in the countries in question. 
FRESH STIMULUS FORTENS, 
THE ENVIRONMENT A N D 
URBAN RENEWAL 
In the context of ASAP, the EIB is also 
taking fo rward its lending for trans­
European networks (TENs), environmental 
protect ion and urban renewal , wh ich 
between them were already mobilising 
around ECU 13 billion on average each 
year over the period 1995­1996. 
In 1997, loan approvals in these sectors 
totalled more than ECU 15 billion, up by 
more than 2 billion on the average for 
the previous two years. Loans approved 
over the past twelve months have gone 
to new road projects in Spain, Portugal 
and Germany , r a i l w a y schemes in 
Finland and Portugal, as well as exten­
sion of Helsinki, M a d e i r a , M a d r i d , 
N u r e m b e r g , B a s l e / M u l h o u s e a n d 
Co logne /Bonn airports. Priority TENs 
have attracted funds in particular for the 
Öresund fixed link between Sweden and 
Denmark, the PBKAL high­speed rail line 
in Belgium, motorway sections in Greece 
and ra i lway infrastructure in Italy and 
the United Kingdom. 
True to the spirit of ASAP, which aims to 
direct EIB support towards sectors or 
projects suffering the effects of publ ic 
sector budge ta ry disinvestment and 
liable to impact swiftly on employment, 
the EIB has built on its financing opera­
tions in favour of urban renewal schemes. 
Indeed, remedying urban degradat ion 
or creating business districts in city centres 
imply labour­intensive capital investment, 
also boosting economic growth and 
social in tegrat ion in the urban areas 
Vantaa Airport, Helsinki 
concerned. In some cases conceived as 
public­private partnerships, such projects 
may well draw banking sector f inance 
into investment hitherto funded solely 
from public budgetary resources. 
In all, by end­September 1998, the Bank 
had approved loans for 18 urban rene­
w a l p ro jec ts or p r o g r a m m e s in 8 
M e m b e r Countr ies for an a g g r e g a t e 
amount of ECU 3.4 billion. Of this total, 
finance contracts for 1.7 billion have 
already been conc luded. Particularly 
noteworthy are the programmes financed 
in the Mezzogiorno, the Balearic Islands, 
Berlin, Düsseldorf, Leipzig, Amsterdam, 
Lisbon, Barcelona and Florence. 
These schemes, relating to a series of 
infrastructural works (sewerage, water 
and power supplies, improvements to 
roads and public transport, creation of 
pa rks , p e d e s t r i a n a reas a n d u rban 
amenities, etc.) , include, in several cases, 
investment in new accommodat ion or 
rehabi l i ta t ing social housing (Amster­
d a m , Lisbon, M e z z o g i o r n o ) , o f fer ing 
substantial economic and social bene­
fits as well as enhancing the quality of 
life for local residents. 
Furthermore, a total of ECU 1.3 bill ion 
unde r ASAP has been a p p r o v e d in 
loans for a dozen or so more traditional 
water resource management and waste 
processing schemes in France, the United 
K ingdom, Germany , Spa in , Portugal 
and Be lg ium. The funds a d v a n c e d 
include global loans geared specifically 
towards envi ronmenta l investment by 
SMEs, as for example in France in the 
Seine­Normandie area. 
The opt ion offered under ASAP to raise 
the cei l ing on EIB f inance, where ap­
propriate, to a maximum of 7 5 % for en­
v i ronmenta l or TENs­related projects 
has al ready been exercised in the case 
of four environmental projects: house­
hold waste processing plants, incorpo­
rating heat recovery, in Koblenz (Ger­
many), Chartres (France) and Brescia 
(Italy) as well as a programme for up­
g rad ing urban infrastructure in the 
Balear ios; and of three TENs­related 
projects in Portugal and Germany. 
THE SME W I N D O W : 
EUROPEAN TECHNOLOGY 
FACILITY A N D RISK­SHARING LOANS 
O n average , SMEs wi th a payro l l 
of less than 1 0 0 g e n e r a t e d some 
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2 6 0 0 0 0 extra jobs each year in Europe 
between 1 9 8 8 and 1 9 9 5 , at a time 
when larger firms were shedding some 
2 2 0 0 0 0 jobs each year . The main 
seedbed for job-creat ion wi th in the 
European Union therefore lies first and 
fo remost in smal ler f i rms in g row th -
orientated sectors, whose development 
is largely dependent upon injections of 
equity capital as a preliminary to access 
to banking-sector f i nance . However , 
with the exception of Great Britain, the 
venture capital market is still relatively 
in its infancy in Europe. It fol lows that 
the most important aspect of ASAP is to 
be found in w ider provision of EIB 
financing facilities for SMEs in response 
to the specific problems with which they 
have to contend. Designed to accom-
modate economic needs and build on 
banking-sector instruments in the various 
Member States, the ASAP SME Window 
comprises a variety of financial products 
introduced with a view to cooperating 
w i th and comp lemen t i ng bo th the 
banking sector and specialist financial 
ins t i tu t ions. This W i n d o w invo lves 
operations intended to promote venture 
capital facilities on a risk-sharing basis 
between the EIB and its partner insti-
tutions. By virtue of tried-and-tested 
cooperat ion with experienced interme-
diaries, the Bank has lost no time in 
defining and setting in place an initial 
series of operations. 
In order to develop venture capital in-
struments at European Union level, in 
November 1997 the EIB c rea ted , in 
conjunction with the European Invest-
ment Fund (EIF)(1 ), the European Tech-
nology Facility (ETF), the first concrete 
initiative under the SME Window and a 
source of f inance for venture cap i ta l 
funds, endowed with initial capi tal of 
ECU 2 0 0 million, contributed as to 125 
million by the EIB and 75 million by the 
EIF. 
(1) The EIF's shareholders are the EIB (40%), 
the European Commission (30%) and eighty 
banks from all the European Union countries. 
Contact at the EIF : Mr Pé Verhoeven, Spokes-
man, 43 bd J.F. Kennedy, L-2968 Luxem-
bourg. Fax.: (+352) 4266 22 200. 
M a n a g e d by the European Investment 
Fund, the ETF has been set up to ac-
quire, throughout the EU, participations 
in venture capital funds and companies 
specialising in equity funding for innova-
tive or emerging SMEs. To date, 10 
equity participations have been arran-
ged under the ETF in funds in five EU 
countries, for a total of ECU 4 0 million, 
which by virtue of the lev-
erage effect of the inter-
mediaries have served to 
channel more than ECU 
5 2 0 mi l l ion in venture 
capital to SMEs. 
The EIF also manages 
instruments designed to 
promote venture capital 
offered from EU budget-
a r y r e s o u r c e s m a d e 
ava i l ab le by the Com-
mission, on the initiative 
of the European Parlia-
ment. This means that, 
in al l , the EIF can draw 
on ECU 3 5 0 million up 
to the y e a r 2 0 0 0 to 
support development of venture capital 
funds. It is therefore in a position to in-
teract with a broad range of both de-
velopment and start-up-capital opera-
t i o n s . M o r e o v e r , g i v e n its c l o s e 
contacts with the market, the EIF is able 
to act as a catalyst for private-sector 
venture cap i ta l suppor t ing projects 
offering a great deal of potential. 
EQUITY A N D QUASI-EQUITY 
FINANCE FOR SMES 
Drawing on its experience in arranging 
its traditional g lobal loans, the EIB has 
joined forces with the banking sector to 
embark upon a number of risk-sharing 
operations reinforcing the capital base of 
innovative SMEs. In so doing, it is furnish-
ing resources addit ional to those provi-
ded by its partners, designed to enable 
the latter to set up venture capital funds, 
boost their existing facilities or provide in-
surance packages for such funds. 
By end-September 1998, the Bank had 
approved 17 operations concerning 9 
countries for an aggregate amount of 
ECU 5 6 0 million, whilst about a dozen 
operations are currently being finalised 
by the Bank together with its partner in-
stitutions. 
Operat ions signed to date include, 
in par t icu lar , provis ion of funds to 
SOFARIS (a French company guaran-
teeing SME finan-
ce) s u p p o r t i n g 
the p rov is ion of 
guaran tee cover 
for venture cap i -
t a l c o m p a n i e s , 
as w e l l as the 
setting-up or co-
f inancing of ven-
ture capi tal com-
p a n i e s j o i n t l y 
w i th IMI (Istituto 
M o b i l i a r e I tal ia-
no) , Insti tuto de 
C r é d i t o O f i c i a l 
in S p a i n , A B N -
A m r o B a n k , 
Société Nationale 
d e C r é d i t et 
d'Investissement in Luxembourg, Swed-
bank in Sweden, Banco Português de 
Invest imento, Landesbank Hessen-
Thüringen and with a group of savings 
banks in Spain. 
The EIB is sharing the associated risks 
with these partner institutions. To this 
end, and within the context of ASAP, 
the G o v e r n o r s have au tho r i sed the 
Bank to g u a r a n t e e such ope ra t i ons 
through recourse to the ElB's operating 
surpluses up to a total of ECU 1 bill ion. 
Of this amount, a sum of around ECU 
8 0 0 million has been set aside to cover 
any risk factor emerging in the course 
of risk-sharing g loba l loans. N e w 
operations under this heading are likely, 
over the three-year period covered by 
ASAP, to mobi l ise a to ta l of ECU 5 
billion to 8 billion serving to strengthen 
the equity base of innovative SMEs. 
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Finance for the backbone 
of Europe's business 
The European Investment Bank, the 
EU's long-term lending institution, has a 
central role in promoting the European 
Union's integration and modernisation, 
in particular strengthening the competi­
tiveness of European industry. Of crucial 
importance in this context is the support 
given to the activities of small and 
medium-sized enterprises (SMEs), which 
account for over 18.5 million or 9 9 % of 
all private enterprises in Europe and thus 
represent the backbone of the European 
labour market. 
Support ing the activities of SMEs is a 
core activity of the European Investment 
Bank: between 1993 and 1997, it dis­
bursed almost ECU 11 bil l ion to assist 
about 48 0 0 0 small and medium-scale 
projects within the Union. About two-
thirds of this financing went to small and 
medium-sized enterpr ises in assisted 
areas. 
THE ElB'S GLOBAL LOANS 
Over the years, the EIB has built up an 
extensive and effective partnership with 
over 130 banks in the EU to provide sup­
port for investment being carried out by 
small and medium-sized entreprises. For 
reasons of operational efficiency, the EIB 
f i nances SME investment i n d i r e c t l y 
through ar rangements in the form of 
g lobal loans, with the banking sector. As 
the EIB is not equipped to handle directly 
thousands of SME operat ions spread 
th roughout the Un ion , it co-operates 
closely with local banks and f inancial 
intermediaries who have the SME client 
contacts as well as direct access to high-
quality sectoral and regional information, 
and are able to monitor closely changing 
demand and car ry out appra isa ls of 
proposed projects. 
Global loans combine the ElB's ability to 
raise funds on capi ta l markets at fine 
rates (AAA), which are on-lent at cost as 
the Bank operates on a not-for-profi t 
basis, wi th the institutions' on-the-spot 
familiarity with potential operations and 
the actual needs of local businesses. 
DEVELOPMENT OF EIB GLOBAL LOANS 
First devised by the Bank in 1968 to 
finance small and medium-sized ventures 
in industry and the service sector, inclu­
ding leasing operat ions, g loba l loans 
were initially limited to SMEs in assisted 
areas. Over the years, the scope of its 
global loans has gradually been exten­
ded and adapted to the changing needs 
of businesses, and European Union and 
nat ional economic pol icies. The spec­
trum of investment covered by g loba l 
loans was widened to include schemes 
by local authorities developing smaller-
scale publ ic infrastructure in assisted 
areas (1979), and then SME investment 
promoting secure energy supplies and 
rational use of energy (1980), the intro­
duction and development of advanced 
technologies (1985), and environmental 
protection (1986) . In 1987, EIB g lobal 
loans were extended to cover SME in­
vestment located anywhere in the Union, 
and from 1 9 9 5 the retai l sector and 
commerce were included as eligible for 
support. 
More recently the EIB has arranged ven­
ture capital facilities with financial institu­
tions, aimed at helping to develop and 
expand the venture capi tal market for 
SMEs in Europe. These have been laun­
ched as part of the Bank's ASAP pro­
gramme (see page 1 ) 
The global loan instrument has helped to 
establish and strengthen long-term co­
operation between the EIB and the bank­
ing and financial community in Member 
States. The lending decision rests with 
the intermediaries, who are responsible 
for assessing, pricing and assuming the 
credit risk on individual SMEs. 
The best guarantee for the transmission 
of the benefits of global loan funding is 
the existence of a competitive market of­
fering a variety of alternative funding 
sources to SMEs and creating strong in­
centives for the financial intermediaries 
to make the best possible offer. To en­
c o u r a g e this, the EIB has constant ly 
sought to diversify the channels for its 
g lobal loans, relying on a representative 
sample of the banking sector in each 
country. 
A l loca t ions to SMEs under the ElB's 
global loans range from ECU 2 0 0 0 0 to 
ECU 12.5 million and may cover up to 
5 0 % of project cost. The size of capital 
investment suppor ted under an EIB 
global loan will therefore range between 
ECU 4 0 0 0 0 and ECU 25 mi l l ion. 
Smaller enterprises account for most allo­
cations: over 80% of the total number (res­
pectively 6 0 % of the total volume) go to 
companies with less than 5 0 employees, 
and about 9 5 % (respectively 85%) to 
enterprises with up to 2 5 0 staff members. 
Investment co-financed through standard 
global loans in 1997 (ECU 2.2 bill ion, 
directed to 11 0 0 0 SMEs) contributed 
to words creating about 12 0 0 0 jobs 
within the SME sector in the European 
Union and to words stabilising a further 
18 0 0 0 . 
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Sharp rise in Lending 
in the Applicant Countries 
■ In 1997, the EIB lent nearly ECU 1.5 
bi l l ion in the ten Central and Eastern 
European Countr ies (CEECs) wh i ch 
have app l i ed for membership of the 
European Union, an increase of one third 
compared with the previous year, and 
three times the g rowth in the Bank's 
overall lending. Wi th more than ECU 2 
billion advanced so far this year, 1998 
is set to be another record year for EIB 
activity in the region. 
The launch, in January 1998, of a special 
"Pre­Accession Faci l i ty" of ECU 3.5 
billion to complement the broader three­
year mandate approved in 1997 brings 
to ECU 7 billion the total available for 
the reg ion for the three­year pe r i od 
1997­1999 and allow.s the EIB to meet 
strong demand for its finance in all of the 
candidate countries. 
The ElB's pre­accession support is avail­
able to all of the Central European coun­
tries preparing for accession to the Euro­
pean Union: to those able to join it earlier 
as well as those needing more time. With 
this approach, the EIB can assist the 
development of infrastructure networks 
linking these countries with the Union, 
bringing them closer to its markets, as 
well as contributing to deeper integration 
among the candidate countries themselves. 
The ElB's main objective is to strengthen 
their economic in tegrat ion, repeat ing 
what it d id on earlier occasions when 
Greece, Portugal and Spain were pre­
paring for their EU accession. 
The Bank's sectors of act iv i ty in the 
CEECs are much the same as those 
within the Union: regional development, 
transport and telecommunications infra­
structure, secure energy supplies and 
efficient use of energy, urban renewal, 
environmental protection, and competiti­
veness of industry in general and that of 
smaller businesses in particular. 
The Bank a p p l i e s to p ro jec ts in the 
applicant countries loan conditions which 
are substantially in line with those applied 
in the present EU Members States. Its 
credits are particularly attractive to investors 
in the ElB's traditional fields of financing, 
namely industry and infra­structure under­
taken by public and private­sector promo­
ters who could not obtain such conditions 
by accessing directly international capital 
markets. The Bank's conditions are also 
attractive for Western firms investing in the 
region individually or as partners in joint 
ventures. As within the Union, the Bank 
lends only up to a maximum of 5 0 % of 
project costs, leaving wide scope for co­
financing, notably by foreign sources. 
The Bank's reputation for evaluating care­
fully its projects helps to mobilise such 
co­financing and to reassure potential 
co­financing partners, as does its status as 
a European institution. To this extent, the 
Bank acts as a catalyst for foreign direct 
investment in the CEECs. Its project evalu­
ation, insistence on the proper tendering 
of contracts and advice to project pro­
moters throughout extended implementa­
tion periods reinforce this and help pro­
moters to develop technically and eco­
nomically viable projects. The Bank can 
base its expert advice on 40 years of expe­
rience in financing a wide range of in­
frastructure and industrial investment. 
The EIB has started to issue bonds on Euro­
markets in several CEEC cur renc ies 
(Czech koruna, Estonian kroon and syn­
thetic zloty) enabling it, whenever natio­
nal regulations loans al low, to use the 
funds for offering in the respective local 
currencies and to eliminate exchange 
risks for bo r rowers . Bonds in CEEC 
currencies placed on the Euromarkets 
can thus contribute to words channelling 
Western European savings to Central 
and Eastern Europe for f inanc ing its 
economic modernisation. 
The EIB has also placed its AAA­rated 
bonds on the Hungarian domestic market 
and is planning to do so on the Czech 
domest ic market at the beg inn ing of 
1999, thus contributing to the development 
of the respective capital markets, and in 
par t icu lar of markets for longer­term 
maturities as it had done, earlier on, in 
Greece, Portugal and Spain, to help 
develop those markets. 
FOCUS O N TRANSPORT PROJECTS 
The bulk of the ECU 2 billion lent to pro­
jects in Cent ra l and Eastern Europe 
during the first ten months of 1998 went 
to transport projects including the modern­
isation of rai lway lines in Hungary and 
Romania, road improvements in Bulgaria, 
Lithuania, Poland, the Czech Republic, 
Romania and Slovenia and urban trans­
port schemes in Budapest, Krakow and 
Katowice. Investment in other sectors 
included a diesel engine plant in Upper 
Silesia and a gas­fired heat and power 
plant in Bratislava. In Slovakia and 
Slovenia, the EIB has participated in the 
financing of mobile telephone networks. 
Credit lines totalling ECU 80 million to 
commercial banks helped finance small 
and medium­scale productive ventures in 
Hungary, the Czech Republic, Latvia, 
Romania and Slovenia. 
INDUSTRY 
The EIB may participate directly in the 
financing of large industrial projects and 
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attract other banks to join the funding 
arrangements. Small and medium-sized 
enterprises also have access to EIB finance, 
but indirectly, through global loans (credit 
lines) which the EIB is providing to a gro-
wing number of partner banks in all can-
didate countries. Commercial banks are 
thus welcome partners of the EIB, both 
as intermediaries and as guarantors for 
its lending to industry. 
STILL FEW ENVIRONMENT PROJECTS 
Whi le it continues to lend to all sectors 
normally eligible for its support, the Bank 
is now placing part icular emphasis on 
schemes for improving and protect ing 
the environment. There has been plenty 
of EIB financing for communications and 
energy infrastructure as well as industrial 
projects, which themselves often br ing 
substantial benefits for air and water 
quality. 
The EIB is already financing urban public 
t ransport in Budapest, Bucharest and 
Krakow to prevent a further shift from 
public to individual transport, hence invest-
ment that wi l l also benefit the environ-
ment. Currently the Bank is appraising 
numerous m u n i c i p a l e n v i r o n m e n t a l 
schemes and has recently signed its first 
large environmental loan for ECU 110 
million with the City of Budapest to finance 
road improvements, the replacement of 
obsolete and noisy trams, sewage sys-
tems, solid waste incineration equipment, 
parks, playgrounds and thermal baths, 
as well as a number of smaller infrastruc-
ture works to remove bottlenecks, help 
relieve pressure and improve the quality 
of city life. 
Since the countries joining the EU wil l 
also have to comply with the Union's en-
vironmental standards, investment in this 
field is becoming increasingly important. 
In this respect, the EIB can offer not only 
its finance, but also its expertise based 
on decades of experience in sound pro-
ject preparation. Financing environmen-
tal investment on keen terms also encou-
rages the introduction of the appropriate 
institutional and policy framework for en-
vironmental protection in the CEECs. 
However, lending for purely environment-
al schemes, i.e. projects in which environ-
mental conservation or improvement is 
the overriding goa l , has been more dif-
ficult, although the number of such pro-
jects is g row ing . The reason for this is 
mostly the CEECs' priority of modernising 
their basic infrastructure and industry. In 
addi t ion, the lack of an appropr ia te 
legislation and regulatory framework 
cover ing water, wastewater treatment 
and solid waste disposal schemes, and 
environment-friendly district heating, has 
only been introduced very recently. Cen-
tral government and local authorities still 
give such investment limited prior i ty in 
terms of releasing budget funds or effi-
c ient ly p repar ing and implement ing 
appropr ia te investment. Other l imiting 
factors are the low level of local environ-
mental awareness and skills and the diffi-
culties of app ly ing "the polluter pays" 
principle. 
COOPERATION WITH PHARE, 
EBRD A N D WORLD BANK 
The other EU instrument for support ing 
the ten appl icant countries in their pre-
parat ion for accession is the Phare pro-
g r a m m e m a n a g e d by the European 
Commiss ion . Phare ass is tance takes 
the form of grants , and its w o r k has 
g rown to encompass a w i d e range 
of activit ies. Phare's prior i t ies include 
assistance for re fo rming the par tner 
countries' administrations and introducing 
EU norms and s tandards . Phare is 
thus helping the national and regional 
administrat ions, as wel l as regu la tory 
and supervisory bodies, in the candi-
date countries to famil iarise themselves 
with Community objectives and proce-
dures. 
Phare also helps the candidate countries 
to br ing their industries and major in-
frastructure up to Community standards 
by mobilising the required investment. To 
this end, Phare grants are increasingly 
used for co-financing capital investment 
projects with the EIB. 
The European Council of June 1997 
approved a new strategy for Phare for 
the years 1998 and 1999 respectively, 
to strengthen the pre-accession strategy 
which includes "accession partnerships" 
adopted by the Council for each of the 
applicant countries. The Accession Part-
nership Agreements, concluded between 
the EU and the appl icant countries, set 
out the primary objectives and priorities 
and offer a sound basis for EIB activity in 
the region. 
Frequently the EIB also co-finances pro-
jects with the European Bank for Recon-
struction and Development (EBRD) and 
the Wor ld Bank. 
CONCLUSION 
The investment needs of the Central and 
Eastern European region are enormous. 
Some estimates put their requirements in 
the transport sector alone at some ECU 
9 0 billion over the next fifteen years. It is 
obvious that the future member countries 
of the European Union cannot meet these 
financial needs alone, but require finance 
from external sources. Whi le the EIB wil l 
continue to channel a large share of its 
lend ing for roads, ra i lways , a i rpor ts , 
ports and urban transport schemes, len-
ding for environmental projects and in-
dustry is also expected to rise. The tele-
communications sector is already bene-
fiting from an impressive f low of foreign 
direct investment, commercial bank loans 
and other pr ivate funds, wh ich have 
helped a quantum leap into the newest 
t e c h n o l o g y . Energy schemes, w h i c h 
usually require longer repayment periods 
than telecommunicat ions projects, are 
also at t ract ing cons iderab le attention 
from foreign investors. EIB lending and 
expertise are, therefore, most crucial in 
the t ranspor t , energy , industr ia l and 
environmental sectors. H 
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EIB Lending 
for Renewable Energy 
■ INTRODUCTION 
The deve lopment of renewab le 
sources of energy is one of the 
energy policy objectives of the Eu­
ropean Community which the EIB 
supports by providing long­term loans 
for economically justified projects. 
Having defined in 1980 renewable 
energy projects as a means to reduce 
the Community's dependence on oil 
imports, the promotion of renewable 
energy was declared a central aim of 
the energy policy of the Community in 
1986 by the Council of Ministers. But 
in spite of these policy initiatives in the 
1980s, renewable sources of energy 
still today supply less than 6% of 
the European Union's total primary 
energy needs. 
Wind park near Pamplona (Navarra) in Spain 
In November 1997, the European 
Commission published a White Paper 
on renewable sources of energy (1) 
setting out a common strategy and ac­
tion plan with the aim of doubling the 
share of renewable energy sources in 
the Union's overall energy consump­
tion to 12% by the year 2010. The 
Commission estimates that investment 
of ECU 165 billion in the renewable 
energy sector over the period 1997­
2010 will be needed to achieve this 
target. The EIB, which has long expe­
rience in financing investment in the 
energy sector, is ready to provide 
further support for "renewables", in 
the wider context of measures to combat 
climate change and to promote sus­
tainable development. Increasing its 
financial support for the renewable 
energy sector is another example of 
the Bank's contribution to implemen­
ting new Community policy initiatives. 
EU FRAMEWORK 
As the European Union's financing 
institution, the EIB is operating within 
the legal framework defined by the 
Treaty establ ishing the European 
Community, of which the Bank's 
Statute is an integral part, and other 
Community treaties. Its mission is to 
serve EU policy objectives by making 
long­term finance available for sound 
investment furthering these objectives, 
including the following energy policy 
priorities: the development of the 
Union's internal energy resources; 
more rational use of energy; and 
diversification of the sources and 
nature of energy imports to replace 
oil imports. 
The energy objectives of the Euro­
pean Community were largely devel­
oped against the background of the 
oil crises in the 1970s when the Com­
munity's strong dependence on oil im­
ports from third countries put it in a 
very vulnerable position. Therefore, 
the Community aimed at and succeed­
ed in reducing the share of oil in 
total energy consumption by developing 
indigenous resources as wel l as 
making more rational use of available 
resources. Oil imports decreased from 
60% in overall energy consumption at 
the outset of the first oil crisis in 1973 
to 44% in 1990. However, in the nine­
ties the European Union's dependence 
on energy imports rose again to some 
50% and is expected to increase 
further over the coming years if no 
action is taken, reaching 7 0 % by 
2020 (2). Consequently, the Commu­
nity's efforts to achieve more rational 
use of energy and to develop indigenous 
alternative sources of energy are of 
undiminished importance. 
THE BENEFITS OF RENEWABLES 
Renewable energy in its various forms 
(wind, biomass, hydro, solar, etc.) is 
one such indigenous source. It has the 
added attraction of reducing the over­
all emission of carbon dioxide (C02) 
and other polluting gases at a time of 
increasing interest in climate change 
and air quality. Raising the share of 
renewables in total energy production 
will help the European Union comply 
with its environmental commitments 
both at European and international 
level. These include those pertaining 
to the Kyoto Protocol (December 
1997) to the Climate Change Frame­
work Convention. The Union is com­
mitted to reducing overall C 0 2 emis­
sions by 8% by 2008­2012. To help 
the EU Member States achieve this 
objective, the European Commission 
(1) COM(97) 599, 26/11/97. 
(2) Page 5 of the White Paper for a Community 
Strategy and Action Plan "Energy for the 
future: renewable sources of energy". 
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has identi f ied in its Communicat ion on 
the E n e r g y D i m e n s i o n o f C l i m a t e 
Change (3) a series of energy actions, 
inc lud ing a prominent role for rene­
wab les . 
Apar t from the contr ibut ion that re­
newables can make to general energy 
a n d env i ronmenta l goa ls , such as 
reduced d e p e n d e n c e on energy im­
ports, decent ra l i sed p roduc t i on and 
i n c r e a s e d secur i ty of supp ly , this 
source of energy has the potential to 
p rov ide a s igni f icant net increase in 
employment, in part icular among the 
many small and medium­sized businesses 
involved in the sector. Its development 
also offers substantial opportuni t ies 
for expor t by European businesses, 
many of wh ich are w o r l d leaders in 
the f ield of renewable energy techno­
logy. Finally, the promotion of the rene­
w a b l e sec to r f i nds b r o a d s u p p o r t 
among the general publ ic for largely 
environmental reasons. 
EIB LOANS FOR RENEWABLES 
Over the past five years, 1993­1997, 
the Bank has s igned loans to ta l l i ng 
ECU 1 0 0 5 mil l ion (4) in support of 
the development of renewable energy 
sources. This represents over 5 % of 
the total amount provided in the energy 
sector as a whole over the same per iod. 
EIB lending in the area of renewables 
EIB lending in the renewable energy sector, 
1993­1997, within and outside the EU, 





is, as in all other eco­
nomic sectors, provide 
either directly through 
i n d i v i d u a l l oans or 
indirectly through glo­
bal loans. Large­scale 
pro jects ( upwards of 
ECU 2 5 mi l l ion) a re 
f inanced by means of 
i n d i v i d u a l l o a n s 
c o n c l u d e d d i r e c t l y 
w i t h p r o m o t e r s o r 
t h r o u g h f i n a n c i a l in­
t e r m e d i a r i e s w h i l e 
¡ι ι ι. ι Hydro-electric power 
small and medium­scale ' r 
ventures ( u p w a r d s of 
ECU 4 0 0 0 0 ) are funded ind i rec t ly 
through g l oba l loans. These credi t 
lines are made ava i lab le to banks or 
f inancial institutions operat ing at Eu­
ropean, nat ional or regional level and 
ve ry much in touch w i t h the rea l 
needs of businesses or local and regional 
authorit ies. 
In total, 77% of f inancing for renewa­
bles between 1993 and 1 9 9 7 was for 
projects wi th in , and 2 3 % outside, the 
E u r o p e a n U n i o n . U p to ECU 8 9 0 
mi l l ion was a d v a n c e d under ind iv i ­
dual loans for 2 3 projects, with a total 
cost of some ECU 5 4 2 5 mil l ion. Pro­
jects involved the installation of over 
2 9 7 0 M W e of new capaci ty and the 
refurbishment of over 3 4 2 5 M W e of 
existing plant. Environmental benefits 
compared with alternative fossil fuel­
f i red generat ion amount to an estima­
ted a n n u a l r educ t i on in C 0 2 emis­
sions of 2 3 m tonnes (5) . Annua l 
savings of oil are of the order of 3 m 
toe (6). Wi th in the Union, operat ions 
were dominated by hydro­electric pro­
jects ( 7 8 % ) , w i t h some w i n d p o w e r 
( 1 2 % ) ; o the r sub­sectors i n c l u d e d 
biomass­fired power plants (6%) and 
geothermal energy (4%). Loans were 
p rov i ded for hydro­e lect r ic plants in 
I ta ly, Aus t r ia , S w e d e n , Spa in and 
F in land ; w i n d farms in Spain and 
Germany; geothermal power schemes 
in I ta l y ; a n d p o w e r p lants f i r ed by 
w o o d and other biomass in Sweden. 
A f u r t h e r ECU 117 m i l l i o n w a s 
station in northern Sweden 
advanced through 116 g loba l loan al­
loca t ions . They p l a y e d a s ign i f i cant 
role in Italy ( 37% of total loan a l loca­
t ions) , a l l s u p p o r t i n g smal l h y d r o 
schemes. Another 3 5 % of g loba l loan 
al locat ions were in Spain, support ing 
w i n d , hyd ro a n d b iomass p ro jec ts 
and 2 1 % in Germany, al l for w ind­
power schemes. 
Outside the EU, loans to the renew­
ab le energy sector dur ing this per iod 
w e r e exc lus ive ly for hydro­e lec t r i c 
projects, chief ly in Af r ica , but also in 
No rway , Latvia, Costa Rica and Pakis­
tan. A large­scale w ind power project 
is current ly under app ra i sa l in the 
Medi ter ranean basin, however, and in 
Turkey, the Bank has helped to f inance 
a w ind energy feasibi l i ty study under 
the M e d i t e r r a n e a n E n v i r o n m e n t a l 
T e c h n i c a l A s s i s t a n c e P r o g r a m m e 
(3) COM(97) 196 final, 14 May 1997. 
(4) The statistics quoted exclude the waste­
to­energy sector which is not included in the 
definition of renewable energy projects. In 
the waste­to­energy sector, the Bank provided 
in the same period over ECU 1 160 millón 
for 17 projects throughout the European 
Union. 
(5) C02 emission reductions extrapolated 
from the Commission's White Paper (Table 6) 
referred to earlier. 
(6) toe = tonnes of oil equivalent; 1 GWh of 
electrical power generated from a renewable 
energy source is assumed to save the 
equivalent of 250 t of oil in a thermal power 
station. 
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(METAP). The EIB is, together with the 
W o r l d Bank, co-founder of this pro-
gramme which was launched in 1990 
to address the region's very specif ic 
environmental problems. 
THE ElB'S OVERALL F I N A N C I N G 
IN SUPPORT OF EU ENERGY 
POLICIES 
The Bank's f inance for renewables is 
part of its overall lending in support of 
the EU's object ive to secure rel iable, 
economic and environmentally-friendly 
energy supplies. For the Union's highly 
deve loped economies, access to such 
supplies is a prerequisite for sustaina-
ble development and job creat ion. EIB 
l e n d i n g he lps to d i ve rs i f y the EU's 
energy suppl ies, exp lo i t ind igenous 
resources inc lud ing renewab les and 
manage these judiciously, taking increa-
sed account of environmental requi-
rements. Over the past five years, the 
Bank has mob i l i sed more than ECU 
16 bi l l ion for energy projects, repre-
s e n t i n g n e a r l y a f i f t h o f its t o t a l 
lending. Priorities have included setting 
up, on a pan-European basis, inter-
c o n n e c t e d gas a n d e l e c t r i c i t y net-
works with a v iew to a fully integrated 
energy market, rel iable least-cost sup-
pl ies, ra t iona l use of exist ing power 
s tat ion capac i t i es a n d reduc t i on of 
pol lut ion. Wi th in this context, the Bank 
has p rov ided f inance for in t roducing 
n a t u r a l g a s i n t o I t a l y , G e r m a n y , 
Spa in , G r e e c e a n d Por tuga l ; it has 
also funded construct ion of gasl ines 
l ink ing Russia, A l g e r i a and f ie lds in 
the Nor th Sea to the Union, thereby 
giving access to plentiful resources on 
the outskirts of the Union. In the elec-
t r i c i t y se to r , t he Bank has h e l p e d 
among other things to set up and inter-
connect highvoltage power transmission 
networks, in par t icu lar by lay ing un-
d e r w a t e r c a b l e s b e t w e e n S w e d e n 
and Germany, between N o r w a y and 
Denmark, between the United Kingdom, 
I r e l and and m a i n l a n d Europe , a n d 
between Spain and Morocco. Several hy-
droelectric schemes have been financed 
as wel l . Operations focusing on rational 
use of energy have included projects 
in the industrial sector and power gene-
ration schemes in plants fired by gas 
or urban waste throughout the Union. 
FUTURE OPPORTUNITIES FOR 
RENEWABLES- EIB SUPPORT 
Renewable energy sources are wide-
spread within the European Union and 
offer considerable potential for deve-
lopment . St i l l , their exp lo i ta t i on is 
uneven and so far genera l ly l imi ted. 
This may be due to their relat ively 
high init ial investment cost, a l though 
operat ional costs may be low. Further-
m o r e , the p r o m o t i o n of r e n e w a b l e 
energy projects may involve unproven 
technology - making them hard to as-
sess and implying a relatively high risk. 
Some projects may need to be subsidi-
sed because the environmental bene-
fits of renewables may be diff icult to 
capture in the f inancial returns to the 
promoter. They may also be very small 
-sized and therefore not fall within the 
scope of the ElB's lending as def ined 
by its Statute. 
Even w i t h i n a more compe t i t i ve EU 
energy market, however, the prospects 
for the renewables sector are good : 
• technologies are improving; 
• costs are fal l ing, in some cases quite 
rapidly (e.g. in the w indpower sector, 
real prices per ki lowatt have fallen by 
around two thirds over the last fifteen 
years); 
• attitudes towards the use of renew-
ables are changing in a positive way; 
• the renewable energy manufacturing 
and service industr ies are matur ing . 
The first large-scale renewables projects 
are now in place and f inancial com-
petitiveness is improving in all sub-sectors, 
in part icular compared to other decen-
t ra l ised app l i ca t i ons . The European 
Commission is stimulating the develop-
ment of renewables through a number 
of research, development and demon-
stration programmes. 
So far EIB lending has concent ra ted 
on the more commercial ly and techni-
ca l l y d e v e l o p e d renewab le sectors, 
such as hydroelectric and windpower . 
Other renewable energy schemes, e.g. 
biomass, cha rcoa l , w o o d , solar and 
geothermal projects so far p lay little 
part in the Bank's loan port fo l io. This 
Geothermal power station in the Latera area 
(Latiumj in Italy 
can be expected to change in the next 
few years in response to the renewed 
emphasis on this aspect of the Euro-
pean Communi ty 's energy and envi-
ronmental policies. As seen above, re-
newab le energy projects are becom-
ing mo re " b a n k a b l e " , a l t h o u g h in 
some cases a blend of loan and grant 
f inance may continue to be needed for 
projects to go ahead. 
M o r e information on this topic and the 
"ElB's Environmental Policy Statement" 
and related documents such as the 
"ElB's Environmental Guidelines" can 
be obtained from the Information and 
Communications Department (Yvonne 
Berghorst): 
100, bd Konrad Adenauer 
L-2950 Luxembourg 
Tel.: (+352) 4379 3154 
Fax: (+352)4379 3189 
e-mail address: y.berghorst@eib.org 
Internet: http://www.eib.org 
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Changeover to the€uro: 
what changes for outstanding EIB loans ? 
The introduction of the euro by 
eleven Member States of the European 
Union (1), following the decisions 
taken by the European Council in 
Brussels in early May 1998, will create 
a new currency expected to play a 
major global role. 
The EIB has already contributed towards 
the establishment of the euro in a num-
ber of ways, not least through its funding 
strategy designed to create a deep and 
liquid market in euro-denominated debt 
instruments on the capital markets. By vir-
tue of its experience as well as its com-
mitment to the establishment of the euro, 
the EIB has been and will continue to be 
a significant player in the single currency 
market. 
In preparation for the start of the 3rd 
stage of Economic and Monetary 
Union (EMU) and the introduction of 
the single currency on 1 January 
1999, the Bank considers it useful to 
inform its borrowers and guarantors 
about the changes to its existing 
lending operations resulting from the 
introduction of the euro (EUR). 
These steps take account of the full 
rights of the parties concerned (see 
box). 
The main effects on outstanding EIB 
loans are set out below: 
(1) The 1 1 European Union Member States parti-
cipating in the 3rd stage of Economic and Mone-
tary Union as designated by the European Coun-
cil in Brussels on 2-3 May 1 998 are: Belgium, 
Germany, Spain, France, Ireland, Italy, Luxem-
bourg, Austria, Netherlands, Portugal and 
Finland. 
VALIDITY OF CONTRACTS 
All EIB loan contracts and guarantee 
agreements signed before the introduc-
tion of the euro, whatever the currency 
in which they are denominated, will 
remain valid after 01.01.1999. Inter-
est rates and all terms and condi-
tions, including commitment arrange-
ments, maturities, amortisation schedu-
les and prepayment options will remain 
unchanged. 
OPENING OF CREDIT 
• All credit opened in national currency 
units of the participating Member States 
and/or other currencies will remain un-
changed. 
• All credit opened in ECU will auto-
matically be replaced by the EUR on 
01.01.1999, on a one-to-one basis: 
1 ECU = 1 EUR. 
DENOMINATION AND 
DISBURSEMENT OF LOANS 
• Loans disbursed in national currency 
units of participating Member States: 
these will remain denominated in the 
currency originally provided for, unless 
redenomination is agreed between the 
parties. In such cases, the final reconci-
liation between amounts to be amorti-
sed in national currency units and their 
equivalent in EUR will be made on the 
last instalment. 
• Loans disbursed in ECU: the ECU 
will be automatically replaced by the 
EUR on 01.01.1999, on a one-to-one 
basis: 1 ECU = 1 EUR. 
• Loans disbursed in other currencies: 
these will remain denominated in the 
currency originally provided for in the 
contract. 
REPAYMENT AND SERVICING 
OF LOANS 
Payments linked to loan contracts, in-
cluding annual instalments of principal 
and interest, prepayments, penalties 
and any other expenses, will be made 
as follows: 
• Loans disbursed in ECU: to be made 
in EUR, as the ECU will automatically 
be rep laced by the EUR on 
01.01.1999 on a one-to-one basis: 1 
ECU = 1 EUR. 
• Loans disbursed in the national cur-
rency unit of a participating Member 
State: 
- during the transitional period up to 
31.12.2001: 
in EUR or in the national currency unit 
of the participating Member State in 
which the loan was disbursed, depen-
ding on the borrower's preference, it 
being understood that the Bank will 
in any case accept repayment in 
EUR. 
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­ after the transitional period as from 
01.01.2002: 
in EUR, as the loan contracts will have 
to be read as being in EUR. 
• Loans disbursed in other currencies: 
in the same currencies as those disbur­
sed. 
INTEREST RATES 
The rate or rates charged are those in 
force at the time of contract signature 
or, in the case of open­rate contracts, 
at the time of each disbursement, whe­
ther fixed, fixed révisable, variable or 
convertible rates. 
• Fixed-rate loans (including fixed ré­
visable and convert ible if a l ready 
converted): the interest rate will re­
main that originally provided for in 
the contract, irrespective of the curren­
cy involved. 
• Variable-rate loans ( inc lud ing 
convertible if not already converted): 
­Variable spread: the reference rate will 
continue to be the ElB's specific varia­
ble rate with a cap expressed in basis 
points above the relevant reference 
rate. 
­ Fixed spread: direct pricing based on 
the reference rate originally provided 
for or its established successor. 
PRINCIPLES A N D KEY CONSIDERATIONS G U I D I N G 
LENDING A N D BORROWING ASPECTS 
DURING THE CHANGEOVER TO THE EURO 
As from 1 January 1999, the ECU will automatically be replaced by 
the euro (EUR) in all legal instruments at the conversion rate of 1 : 1. 
The euro will become the single currency of the Member States parti­
cipating in the 3rd stage of Economic and Monetary Union, their na­
tional currency units continuing to be used as sub­divisions of the 
euro. 
During the transitional period (01.01.1999 ­ 31.12.2001), the two 
main principles applicable to EIB lending and borrowing operations 
will be: 
"The continuity of contracts" (Article 3 of Council Regulation (EC) 
N° 1103/97 1): in accordance with this Article, the introduction of 
the euro shall not have the effect of altering any term of a legal 
instrument, subject to anything which the parties may have agreed. 
"No compulsion, no prohibition" (Article 8 of Council Regulation 
(EC) N° 974/98 2): a party may use the euro but cannot be com­
pelled to do so. An amount denominated either in euro or in a natio­
nal currency unit of a participating Member State and payable in 
that Member State can be paid either in euro or in that national cur­
rency unit. 
As from 01.01.2002, the currencies of the 11 European Union 
Member States participating in the 3rd stage of Economic and Monetary 
Union will no longer be used in book entry transactions. By mid­2002 
at the latest, these currencies will cease to have legal tender status, 
being fully replaced by the euro. National currency unit notes and 
coins will be withdrawn from circulation at the same time. 
(1) OJEC, L 162, dated 19.06.1997 
(2) OJEC, L 139, dated 11.05.1998 
Reference rates 
• Loans disbursed in ECU or in national 
currency units of participating Member 
States: as from 01.01.1999, the reference 
rate will be the successor reference rate, 
EURIBOR or EURO­LIBOR (2) as the 
case may be. 
• Loans disbursed in national curren­
cies of non­part icipating Member 
States: these will follow the reference 
rate provided for in the contract (e.g. 
GBP ­ LIBOR, GRD ­ ATHIBOR, DKK ­
CIBOR and SEK­STIBOR). 
• Loans disbursed in other major cur­
rencies (USD, JPY, CHF, etc): the refe­
(2) EURIBOR will be the floating reference 
rate for the euro sponsored by the Banking 
Federation of the European Union and the 
ACI (Association Cambiste Internationale). It 
will be officially displayed to all principal in­
formation services for the first time by Dow 
Jones Market Ltd on 04.01.1999, at 1 lhOO, 
Brussels time. EURO­LIBOR will be a floating 
reference rate sponsored by the British 
Bankers' Association; it will be displayed in 
London. 
rence rate applied will be that provi­
ded for in the contract. 
FINANCIAL INFORMATION 
(AMORTISATION SCHEDULES, 
REPAYMENT NOTICES, ETC.) 
The financial information provided to bor­
rowers or guarantors by the EIB concern­
ing loan contracts will be as follows: 
• In national currency units of partici­
pating Member States: as originally 
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prov ided for in the contract together 
with the equivalent in EUR. 
• Directly in EUR if the loan is rede-
n o m i n a t e d or w a s d e n o m i n a t e d in 
ECU, as the ECU w i l l au tomat i ca l l y 
be rep laced by the EUR on a one-
to-one basis. 
• In national currencies of non-partici-
pating Member States as wel l as loans 
in other major currencies t raded inter-
nationally: in the same currency or cur- the brochureJ'EIB lending and borrow-
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rencies as prov ided tor in the contract. mg dur ing' the changeover to the euro: 
SECURITY FOR LOANS 
an opera t iona l 'g i i i de" avai lable in 11 
The underlying security wi l l need to be 
denominated in the same currency as 
the loan. 
Mo re details about the changeover to 
the eu ro , cove r i ng EIB l end ing a n d 
bor rowing operations, are included in 
F 0 R ϋ M 
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The European Challenge: 
Investing for Jobs 
The European Investment Bank orga­
nised its fourth EIB Forum (1) on 22 and 
23 October in London on the role invest­
ment plays in job creation. The Forum 
brought together some 3 5 0 delegates 
from banks and other f inancial institu­
tions, industry, trade unions, national, re­
gional and local public bodies, interna­
t ional organisat ions, academic circles 
and the media. On the first day, the ple­
nary session tackled the more general is­
sues of what instruments could be used 
for enhanc ing employment and what 
would be the appropriate social model 
to develop. The second day's program­
me was more technical, addressing the 
o p p o r t u n i t i e s fo r f o s t e r i n g g r o w t h 
through stock market investment finan­
cing in a large unified euro capital mar­
ket as well as the availability of venture 
capital for innovative SMEs. 
A KEY EUROPEAN ISSUE 
The aim of the ElB's annual Forum is to 
gather together experts on key Euro­
pean issues discussing past and future 
trends regarding these topics. In this, the 
( 1 ) See also EIB Information N°97, page 15. 
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Bank can d raw inter a l ia on its many 
contacts in the market, including the bank­
ing sector, industry and public authori­
ties, its position within the EU's institution­
al set-up, and its cooperation with other 
international f inancial institutions. This 
year 's Forum ref lected both the Euro­
p e a n U n i o n ' s a n d the ElB's p r i m e 
concern for job creation, a crucial issue 
on which the success of Economic and 
Monetary Union and the European Uni­
on's future enlargement will largely have 
to be built. The significance of the link 
between investment and job creation has 
been underlined by successive European 
Council meetings, starting with the Am­
sterdam Summit in June 1997 when the 
EU's Heads of State or Gov- Sir Brian 
ernment p ledged to address 
the structural problems under­
ly ing unemployment . In res­
ponse to their request to the 
EIB to support their Resolution 
on Growth and Employment, 
the Bank launched its Amster­
dam Special Action Program­
me (ASAP) to step up lending 
for investment to encourage 
job creat ion within the Euro­
pean Union. 
THE GLOBAL FRAMEWORK 
The Forum's topic has to be viewed within 
a global context, as underlined by EIB 
President Sir Brian Unwin in his opening 
speech : the Eu ropean Un ion w o u l d 
have to reduce the excessive level of 
unemployment, against the background 
of the current global financial and eco­
nomic crisis from which the Union could 
not escape completely unscathed. With­
in such a volati le environment, the role 
of Economic and M o n e t a r y Union in 
establishing an area of stability with a 
robust single currency was even more 
crucial for the capital and financial mar­
kets of Europe and the whole wor ld. Its 
Unwin, President of the EIB 
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sustained success would, to a large ex-
tent, depend on maintaining and encour-
aging investment, particularly at a time 
when budgetary funds and public ex-
penditure remained constrained. 
THE ROLE OF THE EIB 
As the European Union's financing insti-
tution, the EIB plays an important role 
in the Union's initiatives to create sustain-
able jobs and br ing down unemploy-
ment by providing long-term funding for 
sound investment. Its Amsterdam Spe-
cial Action Programme opens up new fi-
nancing opportunit ies in the labour-
intensive sectors of health and education, 
as well as enabling the Bank to intensi-
fy its suppor t in the more t rad i t iona l 
areas of the environment, urban renew-
al and t rans-European infrastructure 
networks (TENs). The most signif icant 
and novel feature of ASAP is a "W in -
d o w " to channel venture capital to in-
novative small and medium-sized enter-
prises (SMEs) with potential for growth 
and job c reat ion . Through the "SME 
W i n d o w " , the Bank expects to make a 
major contribution to the expansion of 
the currently underdeveloped European 
venture capital market, which is vital for 
future jobs and growth in Europe. So 
far, act ing in co-operat ion with the 
European Investment Fund (EIF) and a 
large number of European banks and 
other f inancial institutions, the EIB has 
approved venture capital allocations of 
over ECU 5 0 0 million for investment in 
nearly all EU Member States. Last year, 
the Bank's ECU 23 bi l l ion lending 
within the European Union contributed 
to f inancing investment accounting for 
6 % of gross f ixed cap i ta l f o rmat ion , 
with two thirds going to projects furthering 
economic development in less advan-
ced regions. 
INVESTMENT A N D JOB CREATION 
O p e n i n g g u e s t s p e a k e r , G o r d o n 
Brown, Chance l lo r of the Exchequer 
and EIB Governor for the United King-
d o m , focused on investment in "em-
p loyab i l i t y " as a precond i t ion for in-
creasing product ivi ty, competit iveness 
and job creation. Europe's main resource 
was brainpower and therefore its future 
essentially depended on investment in 
education and training. Speakers in the 
p lenary session gave their personal 
assessment of questions such as: why 
has Europe increasingly fai led to gene-
rate more jobs over the last twen ty 
years; does the " E u r o p e a n " social 
model hamper job creation; and, what 
has to be c h a n g e d to e n h a n c e job 
c reat ion . A m o n g the speakers was 
Jacques Delors, former President of the 
European Commission, whose W h i t e 
Paper on Growth, Competitiveness and 
Employment can be considered to be 
the " in i t ia l " source of the European 
Union's present growth and employ-
ment strategy. 
THE ROLE OF CAPITAL MARKETS 
The second day's sessions were address-
ed by speakers from industry, including 
small businesses, European stock ex-
changes, pension funds, the European 
Commission and the European Invest-
ment Fund. The session on the pro-
spects for f inancing investment in an in-
F O R U M 
Gordon Brown, Chancellor of the Exchequer and 
EIB Governor for the United Kingdom 
tegrated capital market included analy-
ses of barriers which had to be remov-
ed if Europe's stock markets were to 
become a growing source of f inance 
for businesses. M a n y issues such as 
Jacques Delors, former President of the 
European Commission 
common regu la t ions , ha rmon isa t i on 
and transparency still had to be fully re-
solved. A common expectation was that 
businesses would look increasingly for 
equity capital and, with reforms of pub-
lic pens ion systems under w a y and 
more sav ings f rom p r i va te pens ion 
schemes to be anticipated, there would 
be no lack of demand for shares. Key 
issues of the session on access to ven-
ture capital for innovative businesses in-
cluded why venture capital markets in 
Cont inenta l Europe l a g g e d beh ind 
Anglo-Saxon countries and how obstacles 
i m p e d i n g i n n o v a t i o n a n d s tar t -ups 
could be eliminated. There was general 
consensus that venture capital is a deci-
sive too l for fast -growing enterprises 
w h o need to b r o a d e n the i r c a p i t a l 
base before ga in ing access to stock 
markets. 
PROCEEDINGS 
Speeches del ivered at the Forum and 
highlights of discussions will be publish-
ed in February 1999, in English, in its 
Proceedings which will be widely distri-
buted to those interested in the Forum's 
theme (2). 
(2) The Proceedings can be ordered free of 
charge from the ElB's Information and Com-
munications Department, Information Desk, fax 
-352 4379 3189. For particulars of the 
Forum's programme and other Forum details, 
contact Yvonne Berghorst, fax -352 4379 
3189; e-mail y.berghorst@eib.org. 
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Three new Evaluation Reports 
on Regional Development 
A tool for increased account-
ability, EIB ex-post evaluation acti-
vity aims to determine how well 
the Bank achieves the overall 
objectives guiding its lending 
operations. 
The ElB's Operations Evaluation Unit 
has recently published reports on 
three sectoral evaluation studies: 
• Operations in the Telecommunica-
tions Sector in EU Member States; 
• Industrial Projects Financed by the 
EIB under the Objective of Regional 
Development; 
• Contribution of Major Road and 
Rail Infrastructure Projects to Regio-
nal Development. 
The studies involve in total 56 indivi-
dual projects financed by the EIB in-
side the European Union and repre-
senting about 15% of the relevant 
segment of the ElB's project portfolio. 
The studies, involving site visits and 
meetings wi th project promoters, 
were systematically carried out with 
the help of external experts, to ensu-
re an independent assessment both 
of the projects individually and of the 
conclusions overall. 
The reports were extensively discus-
sed inhouse before being presented 
to the ElB's Board of Directors and 
have now been made avai lable to 
the public. 
The three studies had the same basic 
aims, namely: to provide evidence of 
the ElB's achievement of objectives, 
in this particular case, Regional De-
velopment. The accountability princi-
ple is increasingly being-emphasised 
not only in public debates but 
also in pol i t ical quarters including 
those close to the EIB, and in recent 
years issues on the ElB's performance 
in this respect have been raised still 
more often. 
Furthermore, the studies were intend-
ed as a basis for internal policy de-
cisions. Strategy discussions and cor-
porate operational planning require 
documentat ion of past results and 
performance measurements in order 
to steer future EIB activity in the direct-
ions desired. 
Finally, the studies aimed at creating 
useful feedback to management and 
staff. The capacity of the organisa-
tion to adapt in response to a chang-
ing environment depends, among 
other things, on its ability to assess 
correctly its own past performance. 
Among the various conclusions in the 
reports, it should be mentioned that 
the projects - especially infrastructure 
and telecommunications schemes -
generally seem to be well implemen-
ted, robust and performing satisfac-
torily. Thus, the studies confirm that 
the EIB selects and finances only high 
quality Capital investment. 
However, the studies point at weak-
nesses relating to the project concept 
as applied by the EIB: a project is of-
ten defined for financial reasons, by 
isolating specific items forming part 
of a larger investment or programme. 
In such cases it becomes difficult to 
assess profitability and overall bene-
fits f l ow ing from the p rog ramme; 
hence the project's own contributions 
or impact with regard to objectives 
are, in some cases, not easily demon-
strated. 
This led to the fundamental conclu; 
sion, recorded in all three reports, 
that the EIB does not yet possess a 
tool or other means of systematically 
ascertaining its overall impact on reg-
ional development. In fact, the stu-
dies found indications that for 2 6 % 
of all projects financed, there had ap-
parently not been a decisive impact 
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on regional development; in half of 
the cases there were clear indications 
of positive impact. 
In the l ight of their f ind ings and 
conclusions, the reports recommend 
action in various ways to incorporate 
lessons learned in to future opera­
t i ons . Such a c t i o n may i n c l u d e 
strengthening project monitor ing 
procedures, a revised approach to 
project finance definition to better 
incorporate the programme aspect, 
and improvements in methods of 
assessing reg iona l development 
impact. 
The EIB has initiated a series of inter­
nal reflections to consider ways and 
means of taking the recommenda­
tions forward; the outcome of these 
reflections is pending. 
The reports are available to the pub­
lic in English, French and German 
from the Bank's Information and Com­
munications Department (fax + 352 
4379 3188) and can also be found 
on the ElB's Internet homepage , 
www.eib.org. Β 
EIB­OECD 
Two­Day Experts Meeting 
on the Appraisal 
of Educational Investment 
In the framework of the ASAP 
initiative, in order to help develop the 
Bank's expertise in the sector of edu­
cation newly eligible for EIB financing, 
the Bank's Projects Directorate has es­
tablished contacts over the last year 
with the Organisation for Economic 
Co ­ope ra t i on and Deve lopment 
(OECD). This has led to an agreement 
that the two institutions will collabora­
te on a programme aiming to deepen 
the Bank's understanding of major 
practical issues that arise in the ap­
praisal of ind iv idual projects and 
broaden its network of contacts in this 
field of operations. 
An outcome of this agreement is that 
an "experts meeting" was held at the 
Bank on 16 and 17 November, under 
joint EIB­OECD auspices. The mee­
ting considered those physical, envi­
ronmental and organisat ional ele­
ments, which have a direct impact 
on the performance of educational 
investment, and the measurement of 
that performance. 
The programme for the two­day meet­
ing covered: Economic analysis; Per­
formance indicators (quality and pro­
ductivity); Management of physical re­
sources; and Design and equipment 
of physical facilities. 
The experts participating at the meet­
ings were researchers, planners and 
managers working on educational 
policies, and architects and others 
responsible for the design of educa­
t ional faci l i t ies pr imar i ly from EU 
Member States, but also other OECD 
countries. Experts meetings are an 
efficient way to discover, develop 
and disseminate information in a 
variety of areas. The EIB is planning 
a similar initiative in the health sec­
tor and has approached the World 
Health Organisation (WHO) in this 
respect. 
The proceedings of the meeting will 
be the subject of in a joint OECD­EIB 
publication and will be available from 
the OECD Publication Office and/or 
from the ElB's Information and Com­
munications Department as from early 
1999. ■ 
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The 1999 EIB Prize 
The EIB Pr ize w a s 
ini t ia l ly establ ished on 
the o c c a s i o n o f the 
',Xr- Bank's 25th Anniversary 
and has been awarded 
every two years since 
1985. Or ig inal ly restricted to doctoral 
dissertations on investment and finance, 
the conditions of award of the EIB Prize 
were revised rad ica l l y in 1996 to 
encourage more original analyses and 
to cover a broader spectrum of Euro­
pean f inanc ia l and economic issues. 
As a result, the 1997 EIB Prize competi­
tion attracted a considerable number of 
entries from a w ide variety of countries. 
The winning essays in the 1997 EIB 
Prize competit ion were published in a 
special issue of the "EIB­Papers", which 
is a v a i l a b l e upon reques t f rom the 
Chief Economist's Of f ice of the Euro­
pean Investment Bank. 
With the aim of providing a neutral 
forum for topical policy discussions and 
so cont r ibut ing towards the ongo ing 
debate regarding the future design of 
the E u r o p e a n U n i o n , the f o l l o w i n g 
awards wil l be offered for short essays 
on economic and financial topics rela­
ted to European affairs. 
EUR 10 000 (first prize) 
EUR 7 5 0 0 (second prize) 
EUR 5 0 0 0 (third prize). 
There is also a special award of EUR 
5 0 0 0 for essays on the 1999 set topic: 
"Unemployment - how do we put Europe 
back to work?". 
In addition, three EUR 1 0 0 0 prizes are 
available for entries from persons under 
the age of 30 . 
ELIGIBILITY 
The 1999 EIB Prize is open to any per­
son, irrespective of age, who has the na­
tionality of a Member State of the EU, or 
a Member State of EFTA (Norway, Swit­
zerland, Liechtenstein, Iceland), or of a 
European state that has concluded an 
Associat ion Agreement with the Euro­
pean Union (Cyprus, Mal ta, Turkey, Bul­
gar ia, Czech Republic, Estonia, Hunga­
ry, Latvia, Lithuania, Poland, Romania, 
Slovak Republic, Slovenia). 
ENTRIES 
• Essays must be written in a non­
technica l style and be of a maximum 
l e n g t h of 5 0 0 0 w o r d s , e x c l u d i n g 
graphs and bibliography. 
■ Essays must be unpublished in the form 
presented, i.e both original papers and 
adaptat ions of theses or other existing 
works may be submitted as entries. 
• Essays by joint authors are eligible as 
submissions for the Prize. 
• Entries may be submitted in one of three 
languages: English, French or German. 
• Entries may not be sumitted through 
e­mail, or on diskette. 
THE JURY 
An independent Prize Jury adjudges the 
essays selected for its consideration: 
Edmond Mal invaud of the Col lege de 
France, C h a i r m a n , A n t o n i o Borges , 
Dean of INSEAD, Will iam Emmott, Editor 
of The Economist, Alexandre Lamfalussy, 
former President of the EMI , A lbe r to 
Quadrio­Curzio of the Catholic Universi­
ty of Mi lan, Helmut Schlesinger, former 
President of the Bundesbank, Jacques­
François Thisse of the Catholic University 
of Louvain, and Alfred Steinherr, Chief 
Economist of the EIB. 
TIMETABLE 
• An invitation to submit essays for the 
1999 EIB Prize was publ ished in the 
economic press in September 1998. 
• Candidates should send two copies of 
their entries by registered mail to the EIB 
Prize Secretariat before 2 February 1999. 
• The names of the prize winners wil l be 
announced in the economic press in July 
1999. 
• The awards wi l l be presented on 
8 and 9 July 1999 at a conference to 
be held at the Schloss Leopoldskron in 
Salzburg. &. 
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